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PREFACE

The Inspector General Act of 1978, as amended (PL 95-452), requires each
Inspector General to prepare a semiannual report summarizing the activities of that
Office of Inspector General for submission to the appropriate congressional com-
mittees or subcommittees. The attached report provides information on our activi-
ties during the indicated period ending March 31, 2004. The summaries reflect the
conditions at the post or office at the time of the inspection or audit.

The mission of the Office of Inspector General is to serve as an independent,
objective reviewer and evaluator of the operations and activities of the U.S. Depart-
ment of State and the Broadcasting Board of Governors.

The Office of Inspector General assesses those operations and activities with a
view toward promoting effectiveness, efficiency, and economy and seeks out in-
stances of fraud, waste, abuse, and mismanagement as we work to prevent them.
The Office of Inspector General reports to the Secretary of State, the Broadcasting
Board of Governors, and the Congress, keeping them fully and promptly informed
of significant developments and serious concerns.

Anne W. Patterson

Deputy Inspector General
April 30, 2004
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EXECUTIVE SUMMARY

Over the course of this period, the Office of Inspector General (OI1G) reviewed
and monitored programs, activities, and operations of the Department of State
(Department) and Broadcasting Board of Governors (BBG). OIG's most significant
activities are a reflection of the most serious management and performance chal-
lenges faced by both agencies. Key reviews are highlighted below in the context of
OIG's four strategic goals.

The Department and BBG effectively, efficiently, and
economically advance the foreign policy interests of
the United States

During this semiannual reporting period, the Department and BBG faced new
challenges due to war on terrorism, U.S. efforts in Irag, and U.S. border security.
OIG's work reflects these important and changing circumstances at our posts over-
seas and in our domestic bureaus. O1G has implemented a multi-disciplinary team
approach to inspections. During this period, OIG inspected 11 overseas posts, four
domestic bureaus, and conducted two consular reviews.

Among the issues OIG examined were passport operations and the potential for
fraud. Annually, over 250,000 persons seek U.S. passport services at posts abroad. In
comparison to visa issuance, fraudulently obtained passports constitute an equal, if
not greater, threat to homeland and U.S. border security. OIG's review of the
Overseas Passport Issuance Program showed that there were inconsistencies in the
decisionmaking on claims to American citizenship made by first-time passport
applicants. OIG recommended that the Bureau of Consular Affairs (CA), which is
responsible for passport issuance, develop and implement a plan for quality assur-
ance. In addition, OIG recommended that CA transfer oversight of the overseas
passport issuance program to the Directorate of Passport Services or design an
acceptable alternative.

In response to a recommendation from a congressional joint inquiry on the
terrorist attacks of September 11, 2001, OIG reviewed Department procedures
related to the issuance of the visas to the September 11, 2001 terrorists. OIG
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concluded that the consular officers who issued the visas adhered to prevailing
policies at the missions at the time, and to the Department's published policies,
practices, and procedures required by law in effect at the time.

Domestically, OIG inspected the Bureaus of Economic and Business Affairs,
Educational and Cultural Affairs (ECA), Near Eastern Affairs (NEA), and South
Asian Affairs (SA). In NEA, whose responsibilities include antiterrorism, the after-
math of the war in Iraq, the Israeli-Palestinian peace process, and advancing the
Middle East Partnership Initiative, OIG identified staffing concerns. Stemming in
part from its tremendous workload, OIG noted that the possibility of employee
burnout may prevent development of the needed cadre of skilled, language-trained
officers. In SA, which is also on the front line of the war on terror, OIG found that
the executive office shared with NEA is understaffed in light of the growing respon-
sibilities for establishing an embassy in Baghdad.

Overseas, OIG inspected U.S. embassies in Kathmandu, Nepal; Colombo, Sri
Lanka; Dhaka, Bangladesh; Ulaanbaatar, Mongolia; Seoul, Republic of Koreg;
Brussels, Belgium; Luxembourg; and Dili, East Timor. Other posts inspected in-
cluded the U.S. Mission to the European Union, the U.S. Mission to the North
Atlantic Treaty Organization, and the European Logistical Support Office in
Antwerp, Belgium.

At Embassy Seoul, OIG observed that the country team was well coordinated,
and did a fine job of coordinating with the U.S. Forces in South Korea, the American
military command headquartered in Seoul. Although the embassy has fought to seek
a clear commitment from the South Korean government to allow construction to go
forward on a new chancery and housing compound, there was a lack of progress
linked to South Korean sensitivity to public criticism, not to the embassy's lack of
trying. OIG noted that resolving the facilities issue was critical.

OIG's inspection of Embassy Ulaanbaatar found that the new front office team
was providing needed leadership to bring the embassy into compliance with Depart-
ment standard operating procedures. However, financial management was deficient,
and OIG recommended that a corrective management controls statement with a
plan of action should be submitted. OIG also noted that the embassy's consular
services could be improved through better workload management and by focusing
on nonimmigrant visa processing.

OIG also inspected the BBG's Middle East news bureaus and International
Broadcasting Bureau transmitting stations in Sri Lanka and Kuwait. At the news
bureaus, OIG focused on program management and performance and on manage-
ment and internal controls. OIG found coordination and cooperation among the
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bureaus were lacking, that equipment levels were uneven at the bureaus, and that
management controls were weak. At the transmitting station in Sri Lanka, which has
expanded its transmission capabilities by nearly 50 percent in three years, there were
good management controls, although OIG found that the station could benefit from
more competition in its procurements. At the Kuwait Transmitting Station, OIG
conducted a similar assessment and found the station has low costs, performs well,
and is well managed. However, OIG also found that, in January 2003, the station
relied on verbal and written assurances of being granted a new frequency and initi-
ated FM broadcasts of Radio Sawa to Kuwait City. OIG pointed out that the lack of
formal approval from the government of Kuwait, if left unresolved, may jeopardize
continuation of those broadcasts.

During this period, OIG conducted 11 security oversight inspections and a
compliance follow-up review. Security inspections focus upon protecting people,
facilities, and national security information. The details of these inspections are
discussed in the classified annex to this report. OIG also reviewed the Department's
protection of classified information at headquarters and at overseas posts. At
overseas posts, OIG concluded that existing Department policies provide adequate
guidance for protecting classified documents and noted that the revised security
incident policy appears to be having a positive influence on classified document
protection. The review at Department headquarters examined, among other matters,
whether the Department has a system for tracking security violations and whether
such violations affect personnel security clearances. OIG concluded that the
Department's methods for maintaining accountability and control comply with the
relevant requirements.

OIG Information Technology (IT) staff participated in security reviews at
several domestic bureaus and at embassies in Seoul, Dhaka, Kathmandu, Brussels,
and other cities. The IT inspections called for improvements in management and
operational and technical controls. Specifically, Embassy Dhaka was found to need
strategic and budgetary planning and information systems documentation, whereas
Embassy Kathmandu, which has unreliable electrical and telephone service, was
found to need an information technology strategic plan that includes a lifecycle
schedule for replacement of information technology equipment. At Embassy
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Ulaanbaatar, OI1G found a need for contingency planning to ensure continuity of
information technology operations. OIG recommended that the embassy develop
and implement a contingency plan for its information systems.

Over this period, the OIG conducted audits and reviews of programs, contracts
and grants, procurement, property and administrative support, and financial manage-
ment. Responding to a request from ECA, OIG reviewed a Department grantee and
found that the grantee had reported budgeted costs, not incurred costs, on its quar-
terly financial reports. Therefore, OIG questioned about $226,000 of direct costs,
of which $20,543 was classified as unsupported. Similarly, O1G's review of the
indirect cost rates of the National Democratic Institute for International Affairs for
fiscal years 1999 through 2002 found that the rates did not comply with Office of
Management and Budget cost principals for non-profit organizations. As a result,
OIG questioned costs of $45,124 for advertising and public relations.

OIG's review of the Department's unauthorized commitments and ratifications
process for fiscal 1997 through June 2002 identified 122 unauthorized commitments
totaling about $6.8 million. OIG identified gaps in the Department's ratification
procedures and found that bureaus had about $4 million in recurring unauthorized
commitments from fiscal 1997 to June 2002. Unauthorized commitments for con-
tracts of recurring goods and services amounted to 66 percent of the $6.8 million.
OIG recommended that the Department issue guidance about the potential for
disciplinary action resulting from unauthorized commitments.

OIG conducted an extensive survey of the Department's Regional Information
Management Center, looking at allegations regarding the foreign post telephone
contract. OIG determined that the allegations had no basis. In response to an OIG
Hotline complaint alleging contract irregularities, OlIG looked at the procurement in
question and identified routine contract administration deficiencies and several
contract irregularities. O1G recommended that the contract be closed out immedi-
ately.

The Department made significant improvements and received an unqualified
opinion on its financial statements for the seventh year. However, OIG also deter-
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mined that more still needs to be done. The audit of the financial statements identi-
fied significant internal control weaknesses related to computer system security, the
adequacy of the Department's financial systems, undelivered orders, and tracking
and reporting of managerial cost accounting data. In addition, OIG reviews regard-
ing payments found internal control weaknesses. For instance, it found that there
were more potential duplicate payments than the Department had identified and that
there was not evidence that the Department took sufficient follow-up action on
potential duplicate payments. Strengthening internal controls in these areas will help
the Department in its efforts to comply with the Improper Payments Information
Act.

OIG helps carry out its mission of ensuring accountability and preventing fraud,
waste, abuse, and mismanagement in the Department and BBG. Over the period,
Investigations handled cases involving employee misconduct, false statements and
claims, theft, passport and visa fraud, and contract and procurement fraud. Among
these was a case involving a Department warehouse employee, who was arrested
recently and convicted of theft of government equipment from the warehouse. An
undercover investigation in fiscal 2003 found that the employee, who acted alone,
stole approximately $20,119 in equipment, pawning it for cash. The investigation
recovered seven items valued at $2,634.42 and resulted in the employee being
charged with four counts of theft of government property and, upon conviction,
being ordered to pay $17,484.95 in restitution. An investigation into the theft of
$2.7 million in Post Assignment Travel funds from Embassy Lusaka, Zambia, by a
former Foreign Service national resulted in a 114-count criminal indictment being
filed against three Zambian nationals with alleged ties to the scheme.

Also during this period, OIG reviewed allegations related to the Bureau of
Resource Management's (RM) relocation from Washington to the Financial Service
Center in Charleston, South Carolina. OIG determined that RM would meet its
obligations under law and regulation regarding the notification that must be provided
before separating employees as long as the Department adheres to its intended
transition milestones. In addition, OIG also advised RM to develop a detailed
transition plan as soon as possible, but noted that RM had provided sufficient
information to employees regarding other employment opportunities.
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CONGRESSIONAL ACTIVITIES
AND OUTREACH

Reports Requested by Congress

The Office of Inspector General (OIG) conducted the following reviews in
response to legislative mandates and requests from Congress:

e Inresponse to a joint request by the Senate Select Committee on Intelligence
and the House Permanent Select Committee on Intelligence, OIG reported on
the Review of Department of State Procedures Related to the Issuance of
Visas to the September 11, 2001, Terrorists (ISP-CA-04-17).

e As mandated by Section 832 of the FY 2003 Intelligence Authorization Act
(Public Law 107-306), OIG reported to the Senate Select Committee on
Intelligence, the House Permanent Select Committee on Intelligence, the
Senate Foreign Relations Committee, and the House International Relations
Committee on the Protection of Classified Information at State Department
Headquarters (SIO/A-04-11).

e Inresponse to concerns raised by Rep. Steny Hoyer (D-MD-5), OIG was asked
by the Bureau of Resource Management to review allegations related to the
relocation of employees of the Bureau of Resource Management to the
Charleston Financial Service Center (1SP-1-04-18).

The Deputy Inspector General and OIG staff met with staff of the following to
review and comment on a variety of issues regarding the operations and programs
of the Department and the Broadcasting Board of Governors (BBG): Senate Ap-
propriations Subcommittee on Commerce, Justice, State and the Judiciary; the House
Appropriations Subcommittee on Commerce, Justice, State, the Judiciary and Related
Agencies; the Senate Foreign Relations Committee; the House International Rela-
tions Committee, and the House Government Reform Committee.
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OIG participates in several courses offered by the Foreign Service Institute to
inform all newly appointed ambassadors, deputy chiefs of mission, new Foreign
Service officers, and new Civil Service employees on the role, mission, and services
provided by OIG. In addition, the Inspector General or Deputy Inspector General
individually briefs all newly appointed ambassadors prior to their departure regarding
issues specifically related to their assigned embassies. OIG participated in one
Ambassadorial Seminar, three Foreign Service Officer orientations, and four new
Civil Service officer orientations.

In January 2004, the assistant inspector general for inspections presented a
briefing to an anti-corruption delegation from Uzbekistan regarding OIG's inspec-
tion process and the deputy assistant inspector general for investigations answered
questions regarding OIG's investigative process.

During this reporting period, OIG responded to media inquiries concerning
OIG's 2001 and 2002 reviews of the Iragi National Congress Support Foundation.

S. 2144 - The Foreign Affairs Authorization Act, FY 2005.

S. 2127 - The Stabilization and Reconstruction Civilian Management Act of
2004, a bill that would give the Department greater control over rebuilding
war-ravaged nations.

e H.R. 2673 - The Consolidated Appropriations Act, 2004 (Public Law 108-199).

e H.R. 1950 - A bill to authorize appropriations for the Department for the
Fiscal Years 2004 and 2005.

e H.R. 2417 - Intelligence Authorization Act for FY 2004

e H.R. 3826 - A bill to require the review of government programs at least once
every five years for purposes of evaluating their performance
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OIG continued to review new and revised Department regulations and
policies and make suggestions to improve internal and management controls over
Department programs and operations. In addition, the OIG actively participated in
the Department's FAM-X project to review and rewrite regulations, policies and
instructions in the foreign affairs manuals and handbooks with the goal of writing
them in "plain English™ and making them more useful to readers. Many of OIG's
suggestions to make this project more effective and efficient were accepted and are
being implemented.

OIG participation on the President's Council on Integrity and Efficiency in-
cluded attending a meeting with the President to commemorate the 25th anniversary
of the Inspector General Act, attending its annual retreat with the theme "Returning
America's Investment in the Inspectors General," and providing input to various
committee projects on crosscutting issues.

OIG continued its prominent role as a non-voting member of the
Department's Management Control Steering Committee. The committee imple-
ments provisions of the Federal Managers' Financial Integrity Act and Office of
Management and Budget (OMB) Circular A-123 on Management Accountability and
Control. OIG provided independent, objective quality assurance for the committee
to determine if material weaknesses or reportable conditions exist in the
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Department's programs and operations, and if corrective actions have been imple-
mented to meet the Committee’s criteria for not reporting them in the Department's
annual performance and accountability report.

During this semiannual reporting period, OIG continued to selectively evaluate
Department and BBG efforts to manage for results by reviewing mission and bureau
performance plans for each mission and bureau inspected, recommending establish-
ment of effective performance measures for selected programs and operations, and
identifying issues, concerns, and improvements related to the implementation of the
President's Management Agenda (PMA).

Strategic and performance planning, performance measurement, and budget
integration continue to be major challenges for the Department, but the Department
has devoted considerable effort to improving its planning and resource allocation
process and to addressing weaknesses in its planning and performance reporting that
have been identified by OMB and independent evaluation groups. The planning and
resource allocation process is receiving attention at the highest levels of the Depart-
ment, with the Deputy Secretary chairing the reviews of bureau performance plans
and resource requests. Improvements to the Department's automated application for
submitting mission and bureau performance plans have standardized performance
goals and measures across bureaus and have integrated Performance Assessment
Review Tool (PART) evaluation information into the planning process. The issuance
of a joint strategic plan with U.S. Agency for International Development (USAID)
last fall led to the establishment of two joint councils. The Joint Policy Council,
chaired by the Deputy Secretary of State and the Administrator for USAID, and the
Joint Management Council, chaired by the Under Secretary of State for Management
and the Deputy Administrator of USAID, are responsible for addressing policy and
management issues that cut across the two agencies. These collaborative efforts are
directed toward ensuring that foreign policy and development assistance are fully
aligned to advance the National Security Strategy of the United States.

OI1G's work on the Department's strategic and performance planning and
implementation efforts was limited largely to assessments of individual program and
mission efforts rather than systemic activities. As part of its inspection process, OIG
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routinely reviews how the inspected embassy or bureau develops and uses its perfor-
mance plan. For the posts and bureaus inspected this semiannual reporting period,
OIG generally found that the Mission Performance Plans (MPPs) and Bureau
Performance Plans (BPPs) were effective. For example:

e The Bureau of South Asian Affairs (SA) (ISP-1-04-12) BPP linked goals and
objectives to resources and resource needs, was successfully contributing to
bureau efforts to obtain additional personnel, and reflected efforts to fulfill the
PMA, particularly in rightsizing. However, it did not have any goals that incor-
porated Information Technology (IT) plans, upgrades, and lifecycle manage-
ment issues.

e The Bureau of Economic and Business Affairs (ISP-1-04-06) pursued an
orderly process of setting and tracking priorities based on key objectives,
tracked the BPP and updated it semiannually based on a review of the bureau's
priorities, and used the process as a tool to educate staff about bureau priori-
ties and the work of the component directorates. While it did not list a specific
public diplomacy goal, it did recognize the importance of public diplomacy in
advancing U.S. government economic policy objectives.

e The Bureau of Educational and Cultural Affairs (ISP-1-04-07A) performed
well in developing its BPP, even though the contributions of its programs to
the long-term goal of building mutual understanding were inherently difficult
to measure. The evaluations it developed over the past five years supported
the measurement of accomplishment at the core of the strategic planning
process.

OIG also identified some MPPs and BPPs that needed improvement. For
example:

e Embassy Brussels' (ISP-1-04-02A) MPP was too long and detailed and should
have been more sharply focused on key bilateral issues and programs. The
embassy was starting a country team review of the implementation of key
goals in an effort to use the MPP more effectively as a management tool.

e Embassy Kathmandu's (ISP-1-04-09A) MPP gave appropriate emphasis to the
protection of American citizens, but failed to discuss adequately the rapid
increases in visa workloads that had resulted in the need for additional staff
and consular workspace.
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e The Bureau of Near Eastern Affairs (NEA) 's (ISP-1-04-11) BPP assigned
priority to only three public diplomacy goals, none of them areas where its
public diplomacy unit had action or significant control, and lacked specificity
on IT planning. Although the current BPP stated that NEA will extend the
use of state-of-the-art technologies, equipment, and capabilities as it renovates
current facilities, the bureau had not developed a strategic IT plan to accom-
plish that objective.

BBG also has made some progress in its planning efforts. BBG has indicated that
it intends to prioritize its goals and align its budgetary resources to align with its new
vision, and will reflect this focus in the agency's FY 2005 program plan and FY 2006
budget proposal. In addition, in response to OIG's review of Strategic Management
of Human Capital and Workforce Planning Initiatives at the Broadcasting Board of
Governors (Report Number IBO-A-03-02, September 2003) BBG's Office of
Personnel hired a contractor in January 2004 to examine the effectiveness of its
provision of services, organization, and scope of agency support for use in the
agency's new Workforce Analysis and Restructuring Plan.

A major focus of the Department's strategic goal of management and organiza-
tional excellence is the PMA. Although OIG did not perform any work designed
specifically to evaluate Department efforts to implement the PMA, it did evaluate
PMA-issues relevant to specific mission and bureau inspections and other program
reviews. One initiative of the PMA that is of particular importance to the Depart-
ment is the rightsizing of U.S. overseas presence --ensuring the most appropriate
interagency staffing of U.S. missions around the world. OI1G found NEA and SA to
be understaffed to meet the growing demands of their overseas missions. In the
Bureau of Educational and Cultural Affairs, OIG recommended a formal review to
determine the appropriate mix of Civil Service and Foreign Service personnel to
achieve the bureau's mission.

Staffing at some overseas missions, notably Embassies Seoul (ISP-1-04-13A),
Brussels, the U.S. Mission to NATO (ISP-1-04-16A) and the U.S. Mission to the
European Union (ISP-1-04-15A), were in line with priorities, budget allocations, and
security concerns. At other missions, such as Kathmandu (1SP-1-04-09A) and
Ulaanbaatar (ISP-1-04-14A), OIG recommended remedial solutions to address the
dramatic growth in staffing over a relatively short period, which had placed signifi-
cant demands on resources, space, and management services.
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Another PMA area of particular emphasis in OIG management inspections is
budget and performance integration. OIG recommendations on this issue included:

« Holding regular interagency meetings tied to major goals and objectives, and
preparing a reporting plan to cover some of the major political and economic
goals in the MPP at Embassy Dili (ISP-1-04-05A);

e Developing a training plan for all employees that reflects MPP objectives,
professional development requirements, and available funding at Embassy
Ulaanbaatar (ISP-1-04-14A): and

e Restructuring the public affairs section to make better use of resources to
achieve the MPP's public diplomacy goals at Embassy Seoul (ISP-1-04-13A).

Several audits also focused on the reduction of improper payments, an element
of the PMA initiative to improve financial management, which are a long-standing,
widespread problem in the federal government, amounting to about $35 billion. The
Department has contracted with an accounting firm to develop a process to measure
and report on the extent of its improper payments, in compliance with the Improper
Payments Information Act of 2002. To assist the Department, OIG conducted
three audits--Payments Made Without an Obligation (AUD/FM-04-16), Audit of
Duplicate Payments (AUD/FM-04-17), and Audit of the Vendor Reference Table
(AUD/FM-04-18) of areas not addressed by the contractor and identified internal
control weaknesses and recommended ways to strengthen internal controls in each
area.
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SECURITY

During this reporting period, OIG conducted 11 security oversight inspections
and one compliance follow-up review, which were issued in ten reports.t All of these
inspections were full-scope inspections, covering the full-range of a mission's secu-
rity program, with the exception of that of Embassy Mexico City, which was limited
to a review of physical security, emergency preparedness, and information systems
security. Also during the reporting period, OIG conducted two audits. One reviewed
the Department's protection of classified information at its headquarters and the
other examined the protection of classified documents at overseas posts.

Because these reports discuss specific security vulnerabilities at the Department
and its missions, report summaries will be published as a separate, classified annex to
this report. A list of the classified reports issued during this semiannual period may
be found in Appendix 2 of this report.

! Inspections of the U.S. Mission to the North Atlantic Treaty Organization and the U.S. Mission
to the European Union were included with the report on Embassy Brussels, thus being listed in
this count only as one report.
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INSPECTIONS

Consular Affairs

Review of the Overseas Passport Issuance
Program, ISP-CA-04-01

Following the terrorist attacks of September 11, 2001, OIG expanded its
review of all consular operations related to U.S. border security, including an evalua-
tion of the overseas passport function. Over 250,000 claimants annually seek U.S.
passport services at posts abroad. In comparison to visa issuance, fraudulently
obtained passports constitute an equal, if not greater, threat to homeland and border
security. OIG's review showed that decisions on claims to American citizenship for
first-time passport applicants overseas are inconsistent. For example, some posts
permitted waivers of certain applicants' personal appearances to help streamline and
facilitate "crowd control.” In sum, there is no quality assurance program in place for
the overseas passport issuance program.

The Bureau of Consular Affairs (CA) is responsible for implementing the
passport function both domestically and overseas. OIG therefore recommended
that CA design and implement a quality assurance program to identify trends and
issues that require more training and information sharing. OIG also recommended
that CA transfer oversight of the overseas passport issuance program to the Direc-
torate of Passport Services to make overseas passport procedures consistent with the
restrictions currently being placed on domestic passport processing or submit an
acceptable alternate plan. CA concurred with these recommendations and is in the
process of implementing them.
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Consolidation of Consular Operations
at Embassy Quito

During this semiannual reporting period, the Deputy Inspector General
notified the Under Secretary for Management of OIG's intention to initiate
impasse proceedings on a recommendation to consolidate consular opera-
tions at Embassy Quito. The recommendation was contained in OIG's
Inspection of Embassy Quito, Ecuador, and Constituent Post (ISP-1-03-19)
issued in March 2003.

During the inspection, OIG found that working conditions at the consu-
late general in Guayaquil were unacceptable due to security concerns, and
cramped, inefficient consular work areas that impeded workflow, effective
management controls, and normal supervision. OIG believed that consoli-
dating consular operations at Embassy Quito would address these prob-
lems. The Bureau of Western Hemisphere Affairs and the Bureau of Con-
sular Affairs disagreed with OIG's recommendation.

Implementing this recommendation has become an urgent matter due
to a recent Bureau of Overseas Buildings Operations (OBO) determination
to drop plans to construct a new $80 million building in Guayaquil due to
budget constraints. As planning for the construction of the new Quito
embassy is in the early stages, it is vital that OBO's planning factor in the
needs of a consolidated consular section at Quito. The Under Secretary
for Management is in the process of resolving this issue.
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Review of Department of State Procedures
Related to the Issuance of Visas
to the September 11, 2001, Terrorists,
ISP-CA-04-17, December 2003

In response to a recommendation contained in a congressional joint
inquiry on the terrorist attacks of September 11, 2001, OIG reviewed
Department procedures related to the issuance of visas to the September
11, 2001 terrorists.

OIG interviewed each of the visa officers and consular associates
responsible for issuing a visa to one or more of the 19 terrorist hijackers.
OIG also visited the missions at which those visas were issued and inter-
viewed staff regarding policies, procedures and practices in effect at that
time. Similarly, relevant bureaus and offices within the Department were
consulted. OIG's review concluded that the consular officers who issued
visas to the terrorist hijackers acted in accordance with policies that pre-
vailed at their missions at the time the visas were issued, with published
policies, practices and procedures established by the Department, and
required by visa law in effect at the time.

More than at any other time in recent memory, the Bureau of Economic and
Business Affairs (EB) is directly and deeply engaged in a wide range of policy
formulation and execution. It does so by taking the lead on important issues such as
Iraq reconstruction and by performing a critical coordinating role on other issues.
EB has carried out these responsibilities efficiently. The Assistant Secretary gets
much of the credit for moving the bureau into this position of centrality.
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EB organized the Iraq Reconstruction Donors' Conference in Madrid. It was a
significant success with 93 participating governments and international organizations
represented. Pledges of $13 billion were forthcoming in addition to the U.S. contri-
butions. About 400 U.S. private sector firms met with Iragi officials to explore
commercial and business prospects.

Program changes impacting EB workload warrant shifting resources to other
priority programs. In some areas EB has achieved the purposes for which the offices
were established or special negotiator portfolios created. These include programs for
conflict diamonds, Caspian basin energy diplomacy, and biotechnology. Some of
these should now be phased out, with residual responsibilities folded into other units
within the bureau. Concurrently, EB will need to provide at least staff support to
the Secretary in his role as chairperson of the newly established Millennium Chal-
lenge Corporation, whose initial funding of $650 million for FY 2004 is expected to
increase.

EB faces the significant challenge of providing support to U.S. businesses over-
seas in places without a Foreign Commercial Service (FCS) presence. Over 100
posts have no American FCS staff, and projections are that this number will increase
over the next few years. EB is the logical place to deal with this change. OIG
recommended that EB prepare and submit a plan to support non-FCS commercial
officers.

As a bureau, EB is exceptionally rank-heavy with 29 percent of its 206 positions
at the senior levels compared to the Department average of 17 percent. OIG
discussed with EB management the need to resist pressures for further rank escala-
tion and made recommendations for balancing rank by reclassifying downward some
positions.

EB's leadership was engaged in all aspects of the bureau's operations, including
human resources and workforce management, ensuring EB's ability to operate with
increased effectiveness and flexibility using innovative management practices. EB
used Foreign Service short tours, rehired annuitants, contractors, presidential man-
agement interns, detailees from other agencies, science fellows, and temporarily
converted Foreign Service to Civil Service positions to address staffing gaps,
workload surges, and new initiatives. The front office gave special attention to
recruitment, good onward assignments for employees, and training and development.
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Best Practice: Improving morale, communication, and
productivity between office management specialist staff and
their supervisors in the Bureau of Economic and Business
Affairs

Issue: Pervasive discontent existed among Office Management
Specialist (OMS) staff.

Response: The Foreign Service Institute facilitated a retreat for
the OMS staff, and EB created a task force of officers and OMS
personnel to develop standard operating procedures and to
recommend improvements in the support functions. In addition,
the bureau drafted a guide to office relations.

Result: The project was considered positive by most, and many
OMS staff have taken on new opportunities and challenges as a
result.

The Bureau of Near Eastern Affairs (NEA) was doing an admirable job in
addressing its challenges, but the tremendous workload and the stress of crisis
management, could lead to employee burnout and threaten the development of a
sufficient cadre of skilled, language-trained officers needed in the coming decades.
NEA was understaffed and was seriously hobbled by lack of space in the Harry S
Truman building. Its responsibilities for addressing the aftermath of the war in Iraq,
terrorism, the Israeli-Palestinian peace process, and for improving relations with the
nations of the Middle East through the Middle East Partnership Initiative (MEPI),
involve both intensive diplomacy and successful management of massive resources.

To improve the integration of work formerly performed by the U.S. Information
Agency (USIA) into NEA, and to make public diplomacy more relevant to the main
work of the bureau, at least two positions in the Office of Press and Public Affairs
should be transferred into the regional offices, with more to follow.
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The bureau's administrative operations are widely considered to be among the
strongest in the Department. Understaffing, however, threatened productivity. The
information management function received high marks for customer service, but this
came at the expense of efficient information management and effective information
systems security.

OIG reviewed the multinational force and observers and found that while NEA's
policy oversight was strong, management and personnel oversight needed improve-
ment. OIG recommended that management oversight responsibilities be transferred
from the Office of Regional Affairs to the Office of the Executive Director.

The Department has only a handful of employees with language skills sufficient
for interviews on Arab TV or radio and needs more language qualified officers.
However, the Department lacks the necessary number of mid-level personnel to
allow for a "float" to enable sufficient employees to take advanced language training.
Increased hiring under the Diplomatic Readiness Initiative should help to begin to
remedy this.
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Rightsizing

During this reporting period, OIG inspections reported on rightsizing issues faced by
overseas missions and domestic bureaus. In the Department, OIG found NEA to be seriously
understaffed relative to its ever-growing responsibilities. The bureau traditionally had preferred
a "lean and mean" staffing structure with fewer, but carefully selected, officers in both its
embassies and in the Department. The approach had worked well in normal circumstances but
left the bureau with little surge capacity for dealing with crises. Officers were coping with a tidal
wave of work by staying longer hours, courting burnout in order to complete requirements. The
bureau had few officers for some of its most important desks.

Embassies and consulates that responded to OIG's inspection questionnaire urged OIG
to look closely at understaffing in the bureau. While lauding the performance of individual NEA
officers across the board, many respondents contended that NEA did not have adequate staff
to meet their needs. OIG heard similar complaints from functional bureaus that work closely
with NEA.

OIG's inspection of SA noted that it had more than doubled in size since 1996, increasing
from 31 to 68 positions. OIG believed the staffing growth was warranted by priorities in
Afghanistan, Pakistan, and India and that the bureau needs the additional staff it has re-
quested. Some offices had become top heavy and very small through organizational realign-
ments, and OIG counseled management to carefully monitor staffing levels for its offices.

Overseas, OIG found that the staffing at Embassy Seoul was generally in line with MPP
priorities, budget allocation, and security concerns. In the months before the inspection the
Ambassador approved requests from other agencies for four additional U.S. direct-hire
positions, stipulating that the incumbents would not be allocated new office space within the
chancery nor be provided U.S. government owned housing. He also denied the request from
one embassy section to include staff increases in the MPP, arguing that existing staff, if
properly deployed, was adequate for the function. The limit on U.S. government owned
housing is a factor in restricting the number of approvals for additional positions for Department
and other agency positions.

At Embassy Kathmandu, the growth of U.S. diplomatic activity had been matched by
dramatic growth of embassy staff. During FY 2003, the Department staff increased by more
than 50 percent - primarily junior officers and specialists in the consular and management
sections. The increase had placed significant demands on resources and space. At Embassy
Ulaanbaatar, the staffing had increased from 67 employees in 1997 to 158 in 2003. The
embassy still required outside support to improve management services, and OIG recom-
mended that it seek support from EAP, regional training centers, and nearby embassies.

OIG found staffing at Embassy Brussels, U.S. Mission to the North Atlantic Treaty
Organization, and the U.S. Mission to the European Union, appropriate in terms of mission,

cost, and security.
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Bureau of Near Eastern Affairs
The Middle East Partnership Initiative

The Middle East Partnership Initiative (MEPI) was launched in May
2002 as a key ingredient of a broad new strategy to foster democratic
development and advance U.S. policy interests throughout the Middle
East. While the Deputy Secretary of State is the coordinator of the initia-
tive, MEPI's day-to-day management is handled by NEA's Office of the
Partnership Initiative (NEA/PI), which was created in June 2003 and
reports to NEA's deputy assistant secretary for economic policy. MEPI was
funded at $29 million in FY 2002, $100 million in FY 2003, and $90 million
in FY 2004.

The initiative has wider goals than even these sizable appropriations
suggest. Aside from managing MEPI's four "pillars" of economic growth,
democratic governance, education, and women's empowerment---MEPI's
deputy assistant secretary has been given the mandate to review all U.S.
assistance programs in the region and, if necessary, refocus them to
ensure they support the MEPI goals of political and economic reform.
These programs range from an annual assistance package of $600 million
for Egypt to smaller, but also sensitive, programs in the West Bank and
Gaza, Jordan, Yemen, Morocco, and Lebanon. NEA/PI's present intention
is to manage directly some of the grants it funds, while transferring an
undetermined portion of its program funding to other agencies such as
USAID to administer.

OIG did not conduct a full inspection of NEA/PI, given the newness of
the office and the recent arrival of many of its staff. However, OIG found
that NEA/PI runs the risk of duplicating existing regional programs of the
Bureau of Educational and Cultural Affairs, USAID, the Department of
Treasury (Treasury), the U.S. Trade Representative, and other entities in
areas such as scholarships and media training, which fall within its four
broad pillars. In addition, OIG found that NEA/PI is not coordinating well
with the field on MEPI projects and programs, tasking embassies and
public affairs officers in an unprioritized and uncoordinated way and caus-
ing confusion among a number of embassies. OIG counseled NEA man-
agement about both of these problems. OIG also suggested that MEPI
staff receive training in contracting so they could serve as technical repre-
sentatives of the Department's contracting officers.
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The Bureau of South Asian Affairs (SA) is doing a commendable job on the
front line in the war on terror and in addressing other top foreign policy challenges
such as nonproliferation and the threat of war between India and Pakistan. These
issues command the close involvement of the highest levels of the U.S. government.
The bureau's leadership brings clear vision, knowledge, and energy to pursuing U.S.
interests in South Asia.

Bureau leadership focused admirable attention on furthering the improvement of
the bureau and positioning it to meet challenges in its strategic and volatile region.
Leadership paid close and disciplined attention to recruitment for key positions,
training, and staff development. Space was insufficient for the bureau.

The bureau was doing an excellent job of supporting Embassy Kabul and U.S.
efforts on counterterrorism, narcotics production, and reconstruction in Afghani-
stan. Bureau leadership invigorated its public diplomacy program, and its activities
were increasingly robust. The assistant secretary personally led this effort.

SA shares an Executive Office with the Bureau of Near Eastern Affairs (NEA).
OIG found the office understaffed, especially given the responsibilities for establish-
ing an embassy in Baghdad and addressing frequent crises. Understaffing threatened
productivity and led to dissatisfaction with its administrative support. SA believed it
needed its own Executive Office; however, the bureau's small size indicated econo-
mies of scale in sharing an office with NEA.
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Review of Allegations Related to
the Relocation of Operations of
the Bureau of Resource Management
to the Charleston Financial Service Center (ISP-1-04-18)

In Summer 2002, the Bureau of Resource Management (RM) relocated
Washington-based operations including payroll and retirement to the
Financial Service Center in Charleston, South Carolina. The relocation
was part of a worldwide consolidation of financial services and systems
started more than a decade ago to improve efficiency in the Department.

In September 2003, one employee whose position was being relocated
to Charleston, South Carolina, wrote a letter to Congress, alleging that her
rights as an employee were violated and that she had been subject to
discriminatory practices. The Department reviewed the employee's con-
cerns and responded to Congress denying any breach of regulations or
other wrongdoing in the matter. Shortly thereafter, the Chief Financial
Officer of the Department asked OIG to provide an independent assess-
ment of the situation.

Based on the employee's letter, OIG reviewed several areas, including:
timeliness of notifications, adequacy of information provided, and adher-
ence to government guidance and laws.

OIG found that RM will meet its obligations under laws and regulation
regarding notification required before separating employees provided that
it adheres to its intended transition milestones. However, RM needs to
develop a detailed transition plan as soon as possible to ensure that the
move to Charleston is conducted smoothly.

RM also provided sufficient information to employees on other employ-
ment opportunities. However, offices with hiring authority did not always
process applications correctly and need to be better informed and edu-
cated regarding proper procedures. OIG did not identify any individual
who had been denied excused absences as allowed in Career Transition
Assistance regulations.
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The Bureau of Educational and Cultural Affairs (ECA) was doing an excellent
job of carrying out its long-standing policy mandate of promoting mutual under-
standing. Paradoxically, job satisfaction in ECA is high, but morale is low. Measures
have already been started to address some of the management shortcomings. What
may prove more difficult to overcome is the attitude, held by many of the bureau's
long-time employees, that many in the Department still do not accord exchanges the
importance they deserve, and were accorded, when ECA was part of the U.S. Infor-
mation Agency.

Bureau leadership has directed significant resources toward audiences in the Arab
and Muslim world. ECA could do more in this area if it had additional staff and
funds, however, further redirecting currently available resources from other regions
toward these audiences is not a viable long-term strategy as the United States is
facing a rise in attitudes critical of America throughout the world. Even with addi-
tional resources, ECA's public diplomacy efforts should not be expected in the short
run to change current unfavorable foreign attitudes towards the United States.

Post-September 11, 2001, interagency visa clearance procedures have had an
adverse effect on U.S. government efforts to inform, engage, and influence target
audiences in the Muslim world. The issuance of student visas has declined sharply,
and some prospective exchangees have not been able to participate in their programs
because of delays in visa processing. ECA has worked with CA to speed visa pro-
cessing of student and official visitors and has sought the Department of Homeland
Security's help in preventing embarrassing incidents from recurring at U.S. ports of
entry.

ECA has made commendable progress in adapting to Department budget and
fiscal practices, but has yet to comply fully with the Department's required procure-
ment and property management standards and practices. OIG also found weak-
nesses in personnel operations.
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The Bureau of Educational and Cultural Affairs Needs
to Monitor Exchange Visitor Visas

OIG is concerned that the Bureau of Educational and Cultural Affairs
(ECA) is not monitoring adequately grantors who sponsor J-1 visa applicants.
In 1 FAM 342.4, the Office of Exchange Coordination and Designation is
authorized to designate qualifying exchange visitor programs as U.S. govern-
ment sponsored. In addition, it is authorized to develop and implement
policy and to oversee these programs. Despite a dedicated staff, a shortage
of personnel and travel resources makes full oversight of exchange visitor
programs impossible. Since 2000, the bureau has not been able to monitor
all grantors because ECA's annual requests for increased budget for this
purpose have not been approved.

Not monitoring all grantor program sponsors can result in incomplete
guidance to the field by ECA. As a consequence, consular officers abroad
could misjudge the visa eligibility of J-1 applicants. According to an OIG
survey conducted as part of this inspection, many consular officers believe
that since the U.S. program sponsor vets exchange visitor visa applicants
they are less likely to apply fraudulently or to become illegal immigrants.
Because ECA is not able to monitor some of these program sponsors, this
confidence may be misplaced and lead to inappropriately issued exchange
visitor visas. OIG recommended that ECA establish a new office to carry out
oversight responsibilities and, if appropriated funds are not available, seek
alternate funding.
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Best Practice: Creating an Effective Interagency Working
Group in the Bureau of Educational and Cultural Affairs

Issue: Many interagency committees and working groups across
the federal government are not always effective. The representa-
tives of the participating departments and agencies sometimes do
not believe that either they or their agencies benefit very much
from the group, and among their competing job responsibilities
their participation may not be a high priority.

Response: At the time the interagency group was created, the
coordination staff began by evaluating the challenge and engaging
in careful, thoughtful planning. They realized that other agencies
would cooperate more if they received benefits from participation.
The work of the interagency group was designed so that other
agencies would receive more useful information about exchanges
across the federal government.

Result: The Interagency Working Group has been successful
and, without any authority to compel other agencies to participate,
has achieved a measure of coordination of international exchange
programs among federal agencies. The coordination staff has
evolved into a clearinghouse of information and the hub of a
network of individuals at various federal agencies involved in
international exchanges. The coordination staff has held work-
shops for all participating agencies on topics of mutual interest,
such as coping with visa problems.
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Best Practice: Evaluations to Determine Program Results in
the Bureau of Educational and Cultural Affairs

Issue: Federal programs may be conducted for many years
without any method of determining whether their efforts have the
intended results. The operations of a program may be conducted
very efficiently and competently, and in that sense be considered
productive, but they may not be achieving the effects for which the
program was created.

Response: Six years ago, the Office of Policy and Evaluation
created an evaluation program that conducts periodic evaluations
of the Bureau of Educational and Cultural Affairs (ECA)'s ex-
change programs. The office hires well-qualified research or
evaluation consulting firms to conduct the evaluations by means of
well-established social scientific research techniques. The data
measures the changes in understanding and knowledge that
exchange participants have of the United States and its people.

Result: ECA has scientifically developed data to show the results
of its program. ECA leaders and staff can cite this information to
show the effectiveness of the bureau's programs. Because of
ECA's success, other federal agencies requested that the evalua-
tion staff conduct a daylong workshop to share information about
their practices and accomplishments. In addition, the information
developed by the evaluations contributes to the documentation of
the bureau's accomplishments for its Bureau Performance Plan,
and ECA now has the highest score of any Department bureau
under OMB's Program Assessment Review Tool.

The Ambassador and the deputy chief of mission at Embassy Kathmandu had
focused their attention inordinately on substantive issues, and as a result basic man-
agement had suffered at the post. Morale was low and employee relations were
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strained due to management shortcomings. The deputy chief of mission had not
provided necessary guidance and mentoring to eight junior officers and six special-
ists.

The Ambassador had achieved significant success in dealing with the govern-
ment of Nepal and had advanced U.S. efforts to help address the Maoist insurgency
that threatens the regime, the economic growth of the country, and stability in the
region. This daunting task demanded significant diplomatic engagement. The
Ambassador and his staff played a central role, helping to set U.S. policy and pushing
hard to encourage others to support our efforts. American programs to assist Nepal
have grown dramatically over the past two years.

The political/economic section provided valuable spot reporting but should
provide greater analytical coverage to assist Washington in evaluating broad trends.
Public diplomacy was active and the information resource center well utilized.

In the area of resource management, the post had made improvements in
regularizing administrative operations. However, OIG found serious problems in
overall embassy management.

Consular workspace was woefully inadequate due to rapid workload expansion,
with officers and staff working in severely cramped quarters. The proposed move to
a new facility may alleviate many problems; however, the embassy must take interim
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The growth of U.S. diplomatic activity in Nepal has been matched by a dramatic
growth of embassy staff. Over the past year there has been an increase of more
than 50 percent in Department staff - primarily junior officers and specialists in the
consular and management sections. The increase placed significant demands on
resources and space.
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The arrest of the management officer and the consular associate for malfeasance
(visa fraud) at the end of April 2003, the investigations supporting this action, and
the dismissal of several Foreign Service nationals cast a pall over effective manage-
ment operations at Embassy Colombo, leaving a legacy of failed management
controls and improper application of rules and procedures. The current executive,
consular, and management teams face an enormous challenge of restoring this
mission's operations and procedures to an acceptable level of effective management
controls.

The number of actions already taken by the management team -- whose collec-
tive tenure at post at the time of the inspection could be measured in weeks, not
months - was impressive, underscoring senior management's commitment to put
overall embassy operations back on track.
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As the ceasefire holds and the peace process advances, there is growing opportu-
nity for U.S. trade and investment with Sri Lanka. Embassy Colombo was taking
advantage of these opportunities, and USAID operations - once in decline - were
again on the rise.

Consular issues were a pressing priority for the new front office. Immediately
following the recent malfeasance-related arrests, new management began to institute
long-needed controls. Most areas of vulnerability had been addressed. Regional
consular oversight would further enhance overall consular management controls and
procedures.
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Overall morale among Americans was high (most are newly arrived), with satis-
faction expressed on housing, schooling, medical, and general life in Sri Lanka.
Foreign service national morale, in contrast, poses a greater challenge primarily as a
result of the events of the past year.

Embassy Dhaka was a well-managed mission with very high morale, despite an
exceedingly difficult operating environment. Extreme poverty, growing crime,
dangerous traffic, widespread corruption, poor building standards, and periodic
natural disasters complicate embassy operations.

Counterterrorism, economic growth, and democratic development are proper
MPP goals and underscore the importance of strong embassy engagement with the
government, opposition groups, and the public. Public outreach as structured was
inefficient and insufficient. These operations should be reoriented for greater
effectiveness. Similarly, the embassy should also evaluate the utility of its commer-
cial library operation to refocus staff on more effective commercial activities

Allocation of workspace within the mission needed to be reviewed. The reorien-
tation of programs at the current American Center should make it possible to cease
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As the result of a consular environment permeated by fraud, management
created a strong fraud prevention unit. Expanding visa workloads and new require-
ments for visa issuance were exacerbated by a poorly configured workspace. The
high number of entry-level rotational officers assigned to Dhaka's consular section
reduced effectiveness. Conversion of one entry-level position to a mid-level supervi-
sory position would provide much needed expertise.

The American International School of Dhaka and the American Recreation
Association are essential to attract staff to serve in Dhaka and to maintain embassy
morale. The front office and the management section worked closely with both
operations. The embassy expended considerable resources in its effort to ensure the
viability of the school. Continued recreation area improvements are important,
particularly to provide a secure environment for embassy youth.

Embassy Ulaanbaatar effectively conducts its mission in an environment of
friendly, open relations. Mongolia supports U.S. efforts in the global war against
terrorism. Small military contingents serve in Irag and in Afghanistan.

A new front office team was providing
needed leadership to bring the embassy into
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As staffing has more than doubled since 1997, Embassy Ulaanbaatar had gradu-
ated from specific administrative support supplied by Embassy Beijing to regular
regional support for consular, public affairs information resources, and medical
services. However, the embassy still required outside support to improve manage-
ment services, especially in the area of human resources, and to train relatively new
staff members. OIG recommended that the embassy request such support from the
Bureau of East Asian and Pacific Affairs, regional training centers, and nearby
embassies.
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A high standard of housing that includes new townhouse and single-family
dwellings in a landscaped compound raised morale among direct-hire Americans
assigned to Embassy Ulaanbaatar, and OBO's "wellness project' for the chancery
had significantly improved the work environment. With enlargement and accredita-
tion of the international school, Ulaanbaatar is now a "family friendly" embassy,
despite the harsh climate and isolation of the country.

Embassy Seoul's officers had extensive contacts throughout Korean society and
used them effectively in advancing U.S. interests. The country team was well coordi-
nated; a supplementary series of regularly scheduled meetings insured interagency
coordination and attention to all goals identified in the MPP. The Ambassador was
influential among Washington policymakers, helping to shape U.S. strategy and
tactics toward both North and South Korea.

Embassy management did a fine job of coordinating with U.S. Forces in South
Korea (USFK), the American military command headquartered in Seoul. The
embassy and USFK used creative joint approaches to handle rising complaints about
troop presence, to develop negotiating positions in the ongoing talks with the South
Korean government over the future of the alliance, and to deal with issues relating to
the embassy staff living in the 152 housing units located at the military base.

The public affairs section had taken major steps to expand its outreach in South
Korea. At the time of the inspection, American Corners were planned to soon
function in public libraries in two of the four major provincial cities and there are
plans for two others. A media-oriented Ambassador gave frequent interviews and
speeches and had appeared on Internet news programs. Some internal reorganiza-
tion would make staff utilization more efficient.

The consular section was dealing well with the need to interview an increasing
percentage of Korean visa applicants while maintaining minimum delays before
visa issuance. The physical plant was being expanded to the maximum extent
possible, and the embassy tried hard to explain to a skeptical public the link be-

2The OBO “Wellness Program” is intended to address quality of life issues at high differential
posts by upgrading the most pressing facilities’ improvement needs, i.e. “making them well.”
Embassy Ulaanbaatar was one of two posts approved for the program in FY 2003, the first year
OBO offered the program.
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tween the new procedures and U.S. security concerns in the wake of September 11,
2001. The challenge was to avoid additional delays as the percentage of interviews
rises further.

Political and economic reporting was extensive and well done. Despite a frac-
tious domestic political structure that made South Korean government decision
making difficult, the embassy successfully advanced its political and economic
objectives on the domestic scene and had been successful in obtaining greater
Korean involvement in the international arena, including in Afghanistan and Iraq.

The embassy had fought to seek a clear commitment from the South Korean
government to allow construction to go forward on a new chancery and housing
compound, and OBO had been supportive. Lack of progress at the time of the
inspection was linked to South Korean sensitivity to public criticism, not to the
embassy's lack of trying. Nonetheless, resolving the facilities issue is critical.

Administration of this large and complicated mission was generally good. Some
management controls needed strengthening. The information management team
provided excellent support to embassy staff. There was room for improvement in
operations and customer service attitudes, notably in the general services office.
Family member hiring procedures needed to be formalized and made more transpar-
ent.

At the time of the inspection, the ambassador of two years had just left post,
with no replacement for the foreseeable future. Over the past two years, the former
deputy chief of mission, now chargé d'affaires, is credited with defending U.S.
interests during a particularly difficult period in bilateral relations along with other
embassy staff. The chargé will now need to establish a regular dialogue with senior
Belgian government officials.

More tri-mission cooperation among the three missions -- Embassy Brussels, the
U.S. Mission to the European Union and the U.S. Mission to the North Atlantic
Treaty Organization -- was needed to improve coordination and explore economies
of scale in public diplomacy and other areas.
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The consular section was understaffed, and the practice of issuing passports to
American citizens resident in Libya, based on information collected at the U.S.
Interests Section at the Belgian Embassy in Tripoli, created a vulnerability. The joint
administrative services section provided excellent administrative services to all three
U.S. missions in Belgium. While embassy staffing was generally rightsized, repro-
gramming several locally employed staff positions to the administrative section
would further enhance services.

The U.S. Mission to the European Union (USEU) does an outstanding job of
advancing U.S. interests across the full range of important economic and political
issues with the European Union (EU). It is well positioned to deal with the expan-
sion of the EU from 15 to 25 member countries in 2004.

Mission leadership had a clear vision of the significance of the EU's growing
role and aggressively urged more U.S. attention to the opportunities this presents.

The mission's well-informed reporting had become more user-friendly with a focus
on shorter and more condensed reports.

The mission had substantially expanded its support to and cooperation with
bilateral U.S. embassies in EU member and applicant countries. Staffing levels were
appropriate, but a modest increase in public diplomacy resources could enable the
mission to explain U.S. policies more effectively. The joint administrative services
section of Embassy Brussels provided solid administrative support; however, visitor
support needed clarification. Morale was generally good; however, the mission must
improve communication with office management staff and ensure they are treated
with professional courtesy.

The U.S. Mission to the North Atlantic Treaty Organization (USNATO) has
effectively led the U.S. effort to transform the North Atlantic Treaty Organization
(NATO) to deter and defeat new threats, including those outside its traditional area.
OIG found that Department and Department of Defense staffs coordinated well
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despite interagency disagreements in Washington. Also, despite long working hours
and constant pressure, the political section attracted top-flight people by paying
increased attention to good management and staff needs.

USNATO was pursuing an aggressive public diplomacy program to address
increasing skeptical and hostile public opinion in Europe. The public diplomacy
section was helping NATO improve its own public diplomacy operations.

Embassy Luxembourg's energetic leadership and small staff pursue activist and
successful diplomacy and commercial advocacy. Progress has been made in balanc-
ing an ambitious agenda with limited embassy resources.

As a special embassy program post with limited reporting resources, Embassy
Luxembourg needed help to prioritize the constant stream of European and NATO
related demarches. With the arrival of a public affairs officer in 2004 the embassy's

- ] - capacity to address increasing negative
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mELaium \ be enhanced. Department support is
e Wy needed to develop an effective public
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S hacinig -3 Management oper.ations.wer.e
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X i a.; : o o 4 _'|_ — becauge of opgoing and planned .con-
~ struction projects and an inexperienced
Map of Luxembourg administrative section. Long-term

temporary duty management officer support was needed to ensure completion of
construction and other needed projects. Additional facilities maintenance support
was also needed.
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The European Logistical Support Office (ELSO) effectively carries out its
mission, which is to arrange and track shipments of household goods and personal
effects, vehicles, and equipment and supplies to and from embassies and consulates
primarily in Europe, Africa, and the Middle East. In 2003, ELSO arranged 10,400
shipments and met its shipping performance standards 95 percent of the time.

Embassies praised ELSO's expedited logistics program for reducing the time and
cost to obtain needed items. The budget and fiscal section audits and pays transpor-
tation invoices and collects ELSO charges. In 2002 and 2003, the section identified
and recovered $450,000 and $209,000 respectively, in contractor overcharges. The
systems administrator effectively managed and controlled incoming and outgoing
communications and supported ELSO's systems. Connectivity through Embassy
Brussels was seamless and effective. Although fiscal operations' efficiency was
reduced during the Department's accounting system conversion, the new system
vastly improved accuracy and accountability for shipping charges at the post level.

Embassy Dili is nearing the end of a period of inadequate facilities and staffing
vacancies. The first part of a new office building should be ready for occupancy in
April 2004; the embassy's full complement of Department Americans was present
for the first time ever at the end of

November 2003,
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